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SUBJECT: CIEC AND THE OPEC PRICE RISE 

1 . THE PREPARATORY DINNER AT VAN LENNEP'S LAID OPEN THE 
DEEP APPREHENSIONS IN EUROPE ABOUT AN OPEC PRICE RISE 
AND AN ARRAY OF NOTIONS, NOT ALL OF THEM SENSIBLE, 

ABOUT THE RELATIONSHIP OF CIEC TO THAT EVENT. 

2. ORTOLI SAID HE WAS JUST IN FROM BRUSSELS, WHERE 
THERE WAS A FAIR DEGREE OF CONSENSUS THAT THE OIL 
PRICE RISE WOULD BE AS HIGH AS 15 PERCENT. A $7 TO 

$8 BILLION IMPACT ON EUROPE'S BALANCE-OF-PAYMENTS WOULD 
HURT. SOME IN THE EC WERE THINKING ABOUT HOW THE CIEC 
MIGHT BEAR ON THIS, AND WERE SUGGESTING THAT THE G-8 SAY 
TO THE NON-OIL LDC'S THAT ANY COMMITMENT IN THE FINAL 
CIEC RESOLUTION FOR AN INCREASE IN RESOURCE TRANSFERS 
WOULD BE CONTINGENT ON WHAT HAPPENED IN OPEC. IN OTHER 
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DOWN ON THE ABILITY OF THE INDUSTRIALIZED DEMOCRACIES 
TO MAKE FUNDS AVAILABLE FOR DEVELOPMENT, OR SO THE 
LDC'S WOULD BE TOLD. 

3. FROMENT-MEURICE WAS THE MOST APPREHENSIVE ABOUT A 
PRICE RISE, AND THE MOST CONVINCED THAT CIEC WOULD BEAR 
ON IT. HE URGED THAT WE ALL DO EVERYTHING WE COULD TO 
AVOID IT. HE ALSO POINTED OUT THAT A SUCCESSFUL CIEC, 
FOLLOWED BY A PRICE RISE, WOULD SCARCELY INCREASE 
PUBLIC SUPPORT IN THE WEST FOR DEVELOPMENT EFFORTS. 

THE DUTCH (VAN SCHAIK) URGED THAT WE GET A FAVORABLE 
CIEC RESULT IN ALL EVENTS. MCPHAIL OF CANADA SUGGESTED 
THAT A SUCCESSFUL CIEC WOULD HAVE LITTLE EFFECT IN 
HOLDING DOWN THE PRICE RISE, BUT THAT A BAD CIEC WOULD 
CONSIDERABLY SHARPEN THE INSTINCTS WITHIN OPEC TO 
INCREASE THE PRICE. THE JAPANESE (YOSHINO) FELT OTHER- 
WISE. HE SUGGESTED WE MAKE CLEAR THAT A PRICE RISE 
WOULD HURT THE RELATIONS OF OPEC NATIONS WITH THE NON- 
OIL LDC'S. 

3. VAN LENNEP SUGGESTED THAT BY AND LARGE THE DIALOGUE 
WOULD NOT AFFECT THE LIKELIHOOD OF A PRICE RISE VERY 
MUCH. OUR EFFORTS IN CIEC SHOULD BE EVALUATED ON THEIR 
OWN MERITS. WE SHOULD, AT THE SAME TIME, MAKE THE 
STRONGEST CASE WITH OPEC THAT A PRICE INCREASE OF ANY 
MAGNITUDE WOULD BE A MISTAKE. THIS ARGUMENT SHOULD BE 
BASED ON THE NOTION THAT THE GENERAL RECOVERY WAS STILL 
FRAGILE, THAT ESSENTIAL TO THE PROCESS OF RECOVERY AND 
ITS LONG-TERM CHARACTER WAS THE CONTROL OF INFLATION, 
AND THAT A PRICE INCREASE WOULD KNOCK THE PROPS OUT FROM 
UNDER OUR HOPES FOR THE ECONOMIC FUTURE OF THE WHOLE 
WORLD. DON'T ARGUE BALANCE-OF-PAYMENTS OR INABILITY TO 
PAY, HE SAID. 

4. FRAU STEEG ARGUED, FROM THIS, THAT WE SHOULD NOT 
PUBLICLY LINK CIEC AND THE POSSIBILITY OF A PRICE 
INCREASE, OR GIVE THE IMPRESSION THAT WE FEEL WE MAY BE 
BLACKMAILED BY OPEC TO COME UP WITH SOMETHING IN CIEC. 
NOR, SAID FROMENT-MEURICE, SHOULD WE PRETEND TO ACCEPT 
A PRICE INCREASE AS INEVITABLE. GASPARI SAID THAT THE 
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LDC'S WANTED US TO THINK THAT THE TWO WERE LINKED. VAN 
LENNEP WOUND UP BY SAYING THAT SOME PRICE RISE WAS BOUND 
TO OCCUR, SO WE SHOULD NOT GET OURSELVES IN A POSITION 
OF SUGGESTING TO OUR CONSTITUENCIES THAT OUR CAPACITY 
TO CONTINUE TO CONTRIBUTE TO THE DEVELOPMENT PROCESS 
DEPENDED FUNDAMENTALLY ON OIL PRICE STABILITY OVER THE 
LONG TERM. 

KATZ 
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